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ANNOUNCEMENTS 


John F. Andrews and James A. Harden an- 
nounce the formation of a partnership under 
the firm name of Andrews, Harden & Co., 
with offices in the Jackson building, Birming- 
ham, Alabama. 


Bennett, Chirlian & Co., New York, an- 
nounce the removal of their offices to 1450 
Broadway. 


Otho G. Cartwright announces the removal 
of his New York office to the fortieth floor of 
60 Wall tower. 


Rodney B. Horton, J. Glenn Bixler and 
Fred R. Gould announce the formation of a 
partnership under the name of Horton, Bixler 
& Gould, with offices at 1007 Mills building, 
El Paso, Texas, and 304 Sunshine building, 
Albuquerque, New Mexico. 


George A. Miller & Co. announce the 0 
ing of offices in the Girard Trust building, 
Philadelphia. 


Dissolution of the firm of Miller, Moll & 
Co., Philadelphia, has been announced as of 
June 1, 1932. 


Herbert G. Stockwell has announced his re- 
tirement from the firm of Stockwell, Wilson & 
Linvill. William J. Wilson, Walker E. Linvill 
and John C. Parry, Jr., will continue the prac- 
tice of the firm, which will be known as Wil- 
son, Linvill & Parry and will maintain the 
same offices in the Land Title building, Phila- 
delphia. 


H. M. Webster & Co. announce the estab- 
lishment of an office in the Old Aetna Life 
building, Hartford, Connecticut. 


Announcement has been made that after 
June 6, 1932, the practice of White & Mack, 
Wilmington, Delaware, will be conducted by 
Medford H. White and Clifford E. Iszard. 


Elliott D. Adams, of Knoxville, Tennessee, 
addressed the men’s club of St. John’s Episco- 
pal church of Knoxville, April 12th, on the 
church’s balance-sheet. Mr. Adams has been 
appointed a member of the finance committee 
of the church. 


Oliver P. Cobb has been appointed a mem- 
ber of the administration committee of the 
community fund of Memphis, Tennessee. 


On May Ist, John A. Cooke, Chicago, ad- 
dressed the Northwestern university chapter of 
Beta Alpha Psi on “Responsibilities and duties 
of professional accountants.” Mr. Cooke is 
serving on the committee on public expendi- 
tures of Cook county and as chairman of the 
property owners’ division of the Evanston real 
estate board. 


Willard J. Graham, Chicago, is author of a 
volume entitled Accounting in law practice 
which will be published by Callaghan & Co. 
in July. 


An article entitled “Exemptions under the 
revenue act of 1928,” by Benjamin Harrow, 
New York, appeared in the Tax Magazine for 
May, 1932. 


G. E. Hutchison, Chicago, delivered an ad- 
dress on coal accounting before a meeting of 
the National Retail Coal Merchants at Louis- 
ville, Kentucky, May 21st. 


Thomas A. Williams, New Orleans, deliver- 
ed an address over radio station WWL May 9, 
1932, on “Review audits and examination of 
financial condition.” 


Harold E. Bell of Sharon, Pennsylvania, ad- 
dressed the Mercer County, Pennsylvania, chap- 
ter of the American Institute of Banking, May 
2, 1932, on the necessity of accounting knowl- 
edge and training for the bank loan officer. 
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AMERICAN INSTITUTE OF ACCOUNTANTS 


New England Regional Meeting 


The twelfth New England regional meeting 
of the American Institute of Accountants took 
place at the Wannamoisett country club, 
Providence, Rhode Island, June 6th. The 
Rhode Island Society of Certified Public Ac- 
countants acted as host. 


The morning and afternoon were devoted to 
golf and other sports, punctuated by an in- 
formal luncheon at which about forty were 
present. 


At 6:45 p. m. there was a short business 
session at which it was resolved that the next 
New England regional meeting be held in 
Maine. Chester A. Jordan of Portland was 
elected chairman of the regional committee and 
Percy D. Mitchell of the same city was elected 
treasurer. 


More than seventy persons were present at 
the dinner. Chester R. Union, acting chairman 
of the regional committee, opened the meeting 
by introducing George B. Clegg, Jr., president 
of the Rhode Island society. Mr. Clegg wel- 
comed the visitors from other cities, and intro- 
duced Spencer H. Over, who acted as toast- 
master. Mr. Over called for brief remarks 
from representatives of accountants’ societies in 
Maine, Massachusetts, Connecticut and Rhode 
Island. Prizes were then awarded to victors in 
the golf tournament, as follows: Low gross, 
Percival F. Brundage, 83; low net, Philip F. 
Gray, 88-14-74; kickers handicap, J. H. Rich- 
ardson, net 75. 


The toastmaster then introduced Charles B. 
Couchman, president of the Institute, who 
spoke on the enlarged opportunities at present 
open to the accountancy profession. sum- 
a of his address appears elsewhere in this 
Bulletin. 

Zenas W. Bliss, chairman of the Rhode 
Island tax commission, delivered an address on 
the administration of the Rhode Island corpor- 


ate excess tax and its results as a revenue pro- 
ducer. 


Harold T. Houston of Boston read a paper 
on professional ethics, based on the American 
Institute publication Ethics of a Profession by 
A. P. Richardson. Mr. Richardson himself 


was then introduced and spoke briefly on the 
literature of accountancy. 


Philip F. Gray, vice-president of the Irving 
Trust Company and chairman of the Robert 
Morris Associates committee on codperation 
with public accountants, delivered an address 
on codperation between bankers and public ac- 
countants under present conditions. The full 
text of Mr. Gray’s address is published else- 
where in this Bulletin. 


John L. Carey, secretary of the Institute, 
spoke briefly on the functions of national and 
state organizations of accountants. 


The general committee in charge of the 
meeting was composed of Chester R. Union, 
Providence, chairman; Walter A. Musgrave, 
Hartford; Conald P. Perry, Boston; Harold C. 
Jordan, Portland; Archie M. Peisch, Hanover, 
and Francis C. Derby, Burlington. 


The committee of the Rhode Island society 
consisted of Spencer H. Over, chairman, 
George B. Clegg, Jr., William H. Segur and 
Townes M. Harris, all of Providence. 


Examinations 


Reports from 32 state boards of accountancy 
which codperated with the American Institute 
of Accountants in the conduct of examinations 
on May 12th and 13th, indicate that more than 
900 candidates took the Institute’s examinations 
on those days. According to the reports of the 
Institute's examiners approximately 21 per cent. 
passed the examinations, 13 per cent. were con- 
ditioned in one subject, and 66 per cent. failed. 
More than half of those who passed were tak- 
ing re-examination in one subject only. 


Publications 


The third supplement to the Accountants’ 
Index was published June 1st, and is now on 
sale at $10 a copy. The new supplement con- 
tains references to literature on accounting and 
related subjects from 1928 to 1931, inclusive. 
The complete set of indexes, including the orig- 
inal volume produced in 1920 and the three 
supplements bringing the references up to date, 
may now be purchased for $25. 
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Announcement of the publication of Basic 
Standard Costs by Eric A. Camman (price 
$3.50) and Law for Laymen by Harold Dud- 
ley Greeley (price $3.50) have been placed in 
the mail and orders are now being accepted. 

The publication date of Unofficial Answers 
to Examination Questions of the American In- 
stitute of Accountants (price $3.00), by Harry 
Anson Finney, Harry P. Baumann and Spencer 
Gordon, has been announced as June 20, 1932. 
Duties of the Senior Accountant, by F. W. 
Thornton, co-author of Duties of a Junior Ac- 
countant, will be on sale at $1.25 on June 20th. 

All the books mentioned are publications of 
the American Institute Publishing Co., Inc., of- 
ficial publishers and booksellers for the Ameri- 
can Institute of Accountants. 


Book Shop and Mail-order Service 


The attention of members of the Institute is 
again drawn to the book shop installed in the 
Institute’s building at 135 Cedar street, New 
York, and the mail-order service operated in 
conjunction with the shop. Books of all pub- 
lishers, at regular prices, may be ordered 
through this agency of the Institute, and it is 
believed that when members learn the con- 
venience of placing all orders for books at 
a central source the service will be widely 
patronized. 

Results since the opening of the book shop 
in January have been encouraging. Sales have 
shown steady increase and the Tisieetice of 
the Institute’s publications has been stimulated 
by the efforts of the selling agency. 


President Attends Virginia Meeting 


Charles B. Couchman, president of the 
American Institute of Accountants, was a guest 
at the spring meeting of the Virginia Society 
of Public Accountants, May 27th and 28th, at 
the Cavalier hotel, Virginia Beach. Mr. 
Couchman was the a speaker at the 
business session on the second day. He dis- 
cussed problems facing accountants in their ef- 
forts to adapt their services to current business 
needs. He mentioned some of the more im- 
portant attempts of the American Institute to 
codrdinate and support the activities of the pro- 
fession in this direction. 

At the morning session on May 27th, the 
principal address was delivered by C. H. Mor- 
rissett, state tax commissioner of Virginia, who 


discussed national, state and local taxes, and 
outlined the most effective methods of reduc- 
ing governmental budgets. 

The afternoons of both days were devoted to 
sports, and the annual banquet took place on 
Friday evening. 


Institute Represented at Georgia 
Meeting 


Elmer L. Hatter, chairman of the Institute’s 
board of examiners and John L. Carey, secre- 
tary, were guests of the annual meeting of the 
Georgia Society of Certified Public Account- 
ants at Savannah Beach, May 27th and 28th. 

At the business session on Friday morning, 
W. J. Carter was elected president of the so- 
ciety; W. A. Morton, first vice-president; S. T. 
Lee, second vice-president; Thomas L. Respess, 
secretary, and Victor Markwalter, treasurer. 

Reports of various committees were received 
and the society passed a resolution that a special 
committee make recommendations to the gov- 
ernor about appointments to the state board of 
accountancy. 

The Institute's representatives spoke of the 
work of the national organization, emphasizing 
particularly the maintenance of uniform tech- 
nical and professional standards throughout the 
country. After the conclusion of the meeting 
several applicants for admission to the Insti- 
tute were examined orally. 


President Delivers Commencement 
Addresses 


Charles B. Couchman, president of the 
American Institute of Accountants, delivered 
the principal address at the commencement ex- 
ercises of the Brooklyn Central Institute of 
Commerce and Accounts on June 13th. The 
school is operated under the auspices of the 
Young Men’s Christian Association of Brook- 
lyn, New York. 

On June 17th, Mr. Couchman will address 
the graduating class of Benjamin Franklin Uni- 
versity, Washington, D. C., at the commence- 
ment exercises. The honorary degree of doc- 
tor of Commercial Science will be conferred on 
him at that time. Benjamin Franklin Univer- 
sity is said to be the oldest school of accoun- 
tancy in Washington, having been in existence 
since 1907. 
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David J. Edmonds 


Word has been received of the death of 
David J. Edmonds on May 3, 1932. Mr. Ed- 
monds was a charter member of the American 
Institute of Accountants and was a certified 

ublic accountant of New York. At one time 
he had been a partner of the firm of Edmonds 
& Naylor of New York, but had retired from 
active practice several years ago. He resided 
at Darien, Connecticut. 


William Cleveland Reyer 


William Cleveland Reyer died by drowning 
on Sunday, May 15, 1932. He had been fish- 
ing in a river near his home at Colby, Wis- 
consin, when the accident occurred. Mr. Reyer 
was a member of the American Institute of Ac- 
countants, having been admitted in 1921. He 
was a partner of Arthur Andersen & Co., and a 
certified public accountant of Illinois, Califor- 
nia, Missouri, Wisconsin, Iowa and New York. 
Mr. Reyer was 47 years of age, and was a 
graduate of the University of Wisconsin. He 
was originally employed in the Chicago office 
of Arthur Andersen & Co. but later was trans- 
ferred to the New York office where he had 
remained until the time of his death. 


George F. Wilde 


George F. Wilde, member of the American 
Institute of Accountants, died on June 2nd at 
the age of 35. Mr. Wilde was a partner of the 
firm Thomas & Moore of Los Angeles at the 
time of his death. He was a certified public 
accountant of California and had been ad- 
mitted to the Institute in May, 1931. 


Institute Opposes Tax on Personal 
Compensation 


The executive committee of the American In- 
stitute of Accountants expressed vigorous op- 
position to the so-called Gore amendment, des- 
ignated as section 12(e), to the draft of the 
revenue bill reported by the senate finance 
eens. The section originally read as fol- 
Ows: 


“There shall be levied, collected, and paid for 


each taxable year upon the amount by which the 
compensation (including salaries, commissions, 
emoluments, and rewards) of any individual for per- 
sonal services exceeds compensation at the rate of 
$75,000 per year, a tax of 80 per centum of such 
amount. The tax imposed by this subsection shall 
be in lieu of ell other taxes under this title in re- 
spect of such amount.” 


Members of council in all parts of the coun- 
try wired their senators to protest against this 
provision, at the suggestion of the executive 
committee, on the ground that the proposed tax 
might be interpreted in such a way that it 
would penalize gross earned incomes of profes- 
sional practitioners, as compared with income 
derived from interest or dividends. 


The provision was later amended by substi- 
tution of the words “of any officer, director, or 
employee of a corporation” in lieu of the 
words “of any individual.” The section was 
finally eliminated completely and it does not 
appear in the law as canal. 


Investment Bankers Urge Accounting 
Standards 


An interim report of the industrial securities 
committee of the Investment Bankers Associa- 
tion of America, made public May 30th, strong- 
ly recommends generally uniform accounting 
standards for industrial enterprises. The com- 
mittee proposes development of methods of in- 
dustrial accounting which will meet with the 
approval of the American Institute of Account- 
ants, the New York stock exchange and the 
Investment Bankers Association. 


The preliminary draft of the report is not 
yet available for publication, but it is reported 
that among the accounting practices discussed 
is the proper method of displaying in the bal- 
ance-sheet a company’s ownership of its own 
stock and bonds and the treatment of income 
from them in the earning statements. It is said 
that the report also criticizes the custom of 
writing down plant accounts by relatively large 
amounts. Arbitrary reductions in values, the 
report says, may constitute conservatism carried 
to an extreme. Hidden reserves are also the 


subject of comment, and it is stated that the 
accountant’s function is to be neither under- 
conservative nor overconservative, but simply 
accurate, in order that the investor may have 
adequate and trustworthy information. 
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Uniform Accounting Standards Asked 


In discussing the cause of depression and 
means of recovery, the need for adequate ana 
accurate corporation reports to shareholders 
was considered of prime importance by M. C. 
Rorty in an address before the American Man- 
agement Association, May 4, 1932, under the 
title “Corporate financial policies from boom 
to depression.” Mr. Rorty said that perhaps 
the most harmful results of misleading reports 
are deep-seated public reactions which finally 
express themselves in radical movements and 
radical laws. He mentioned specific abuses in 
corporation reports, most of which have their 
ultimate effect in indicating incorrect net earn- 
ings. Most misrepresentations, he said, are ef- 
fected through manipulation of asset and lia- 
bility accounts. Among the most common 
sources of error, according to Mr. Rorty, are 
inadequate allowances for depreciation; charg- 
ing debt discount to capital surplus; improper 
conversion of foreign earnings and intercom- 
pany transactions into terms of the currency of 
the parent company; misleading statement of 
current inventories; improper valuation of se- 
curities and stock dividends, and improper 
charge of costs to construction instead of ex- 


pense account. 


Mr. Rorty offered several specific proposals 
to guard against abuses in corporate financial 
statements, the first of which was adequate in- 
dependent audit of annual statements. He al- 
so suggested that all published statements, and 
statements filed with public authorities, be cer- 
tified by the senior executive officers of the cor- 
poration as well as by the independent audi- 
tors. He advocated a requirement that all pub- 
lished balance-sheets be accompanied by a 
reconciliation of changes in capital, surplus and 
reserve accounts; that all discounts on security 
issues be carried on the balance-sheet until 
amortized by current charges or by appropriate 
credits arising out of security premiums; and 
that goods shipped on consignment be carried 
as inventory until actually sold, and definite 
optional methods of handling inventory as a 
whole be adopted. 


In stating that he advocated definite account- 
ing standards, Mr. Rorty was careful to explain 
that he was not in favor of “standard accounts.” 
He asserted that it would be impossible to im- 


pose on industrial corporations uniform ac- 
counting systems comparable to those imposed 
upon public utility companies. He also em- 
phatically expressed the opinion that govern- 
mental control of corporation accounts and re- 
ports would be extremely undesirable. He sug- 
gested the possibility that private organizations 
most interested in the subject under discussion 
might by joint action exercise sufficient influ- 
ence to accomplish the desired results. He 
mentioned the American Institute of Account- 
ants, the statistical services acting individually 
or collectively, the New York Stock Exchange 
and the Investment Bankers Association as 
representatives of groups most interested in 
proper accounting methods and complete and 
accurate financial reports, and proposed that co- 
Operative action might result in the formulation 
of regulations necessary to preclude recognized 
errors and misrepresentations in corporate re- 


ports. 


Cooperation between Accountants 
and Credit Men 


In an article in Credit and Financial Man- 
agement, May, 1932, official magazine of the 
National Association of Credit Men, Frederick 
H. Hurdman, chairman of the American Insti- 
tute of Accountants’ special committee on co- 
Speration with bankers, suggests the creation of 
machinery whereby credit men and public ac- 
countants might discuss their mutual problems. 
“It is highly improbable,” Mr. Hurdman says, 
“that the accountant will ever occupy a posi- 
tion where he will express an opinion as to the 
credit responsibility of his client. He should, 
however, furnish the credit man with accurate 
data in sufficient detail so that no essential 
facts are obscured, in order that the credit man, 
with whatever additional data he can obtain 
from various sources, can intelligently form an 
opinion. 

“The accountant must be careful, in consid- 
ering the use to be made of his report, not to 
limit the horizon too much, as a report once out 
of his possession may be put to uses never 
dreamed of in the beginning. 


“Great care should be exercised by the ac- 
countant in terminology used throughout the 
report, to the end that meaning shall not be ob- 
scured or a more favorable conclusion drawn 
than is warranted by the facts. 


| 
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“Much progress has been made in securing 
the adoption of certain principles. For in- 
stance, one seldom finds on the balance-sheet 
amounts due from trades mingled with amounts 
due from employees. Liabilities are entered on 
the liability side and not deducted from some 
asset of kindred relation and shown net on the 
asset side. An effort is made to segregate cur- 
rent assets and liabilities.” 

Mr. Hurdman pointed out the success of 
the codperative efforts of the Institute and the 
Robert Morris Associates in agreeing on satis- 
factory methods of displaying items in financial 
statements submitted as a basis for bank loans. 

The article was the first to appear in a new 
department of Credit and Financial Manage- 
ment, entitled ‘Accounting Forum,” which 
will be included in future issues of the maga- 
zine. 


Banker Discusses Accounting 
Statements 


Philip F. Gray, vice-president of the Irving 
Trust Company, New York, and chairman of 
the Robert Morris Associates committee on 
codperation with public accountants, outlined 
the responsibilities of credit officers of banks 
and public accountants with respect to financial 
statements submitted as bases of loans, in an 
address delivered at the twelfth New England 
regional meeting of the American Institute of 
Accountants, Providence, Rhode Island, June 
6th. Following is the text of Mr. Gray's ad- 
dress: 

“In a recent newspaper article discussing the 
Kreuger & Toll case, the following paragraph ap- 
peared: 

‘The feeling is that the most deplorable mistake 
was the acceptance by international financiers of 
balance-sheets not approved and certified by ac- 
countants of known reputation.” 


From this, it is apparent that the public generally 
places a great reliance upon certified reports. When 
the certificate is signed by a recognized firm of ac- 
countants, it serves as a stamp of approval. Of 
course, this is idealistic, and credit grantors and 
others familiar with the problems confronting the 
accountant realize that a careful study of the word- 
ing on the balance-sheet and in the certificate must 
be made in order to understand the extent of the 
accountant’s engagement. Nevertheless, this reputa- 
tion of professional quality must be carefully guarded, 


and when states enact laws to certify as accountants 
only those of high qualifications, they protect not 
only the public but the future of the accountancy 
profession as well. 

“Accountants have expended tremendous effort in 
the past thirty years to safeguard the profession 
through proper legislation, and we know they have 
been successful. Through this, public accountancy 
has grown rapidly, with the assistance of some out- 
side influences. Among these were: first, James G. 
Cannon, of the Fourth National Bank in New York, 
the man who first required merchants to present 
financial statements when asking for a loan. He was 
the leader in educating bankers to the wisdom of 
requiring such statements. The second is Claflin, 
as it was, in my opinion, the Claflin & Co. failure 
which awakened credit grantors generally to the value 
of reports certified by independent auditors. The 
Claflin concern had high credit standing, and the 
final exposure of false statements made a strong im- 
pression upon bankers and other credit grantors. 
Audited statements soon thereafter became the rule 
rather than the exception when considering the ex- 
tension of credit. 

“I only cite the foregoing in an attempt to show 
that some recognition must be given by accountants 
to the credit grantor, and some responsibility is due 
him. Recently, the partners of one of the larger ac- 
counting firms told me that the work their firm does 
which ultimately reaches the banker is a large part 
of their total work. If the same holds true for other 
accountants, the banker’s opinion of reports sub- 
mitted should be interesting to you. I know your 
reports are interesting to the banker. 

“Responsibility to the credit grantor is discharged 
when the accountant prepares the balance-sheet and 
related statements according to his own judgment, 
free from outside influence, and after proper ex- 
amination of the particular concern’s affairs. The 
statements shown by the certificate to be only partly 
the result of the accountant’s examination and judg- 
ment, the balance to be furnished by the client, are 
not of much value to the credit grantor. Our 
thoughts here immediately turn to that much-debated 
question of inventory valuations. I do not intend 
to open this matter, but will say that no case has 
come to my attention criticizing an inventory valu- 
ation where the accountant has made an honest effort 
to check it and clearly stated the qualification. Per- 
haps putting the burden of proof for the merchandise 
values up to the client has proved so simple an ex- 
pedient that the idea is spreading. 


“To elucidate what is meant regarding the client's 
intervention in the preparation of a balance-sheet, a 
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case reported this year is interesting. In the ac- 
countant’s comments on a balance-sheet appeared the 
following: 


‘The management informed us that the reserve 
for doubtful accounts in the sum of $3,000. is 
sufficient to cover possible losses in the liquida- 
tion of these accounts.’ 


The accountant seemingly covered himself, but how 
valuable or dependable was that report? The im- 
mediate reaction of the loaning officer, since the ac- 
counts receivable were substantial in amount, was 
that this asset was not all that it should be, and 
that before granting credit, the bank should send 
its own accountant to appraise the receivables prop- 
erly. This further examination showed that 40% 
of the accounts were doubtful. 


“When one reads ‘cash’ on the balance-sheet, it is 
usually understood that the amount is either on hand 
or subject to demand in banks. In another case re- 
ported, a substantial portion of a large cash item 
was in the hands of an investment house, and there 
was at that particular time considerable doubt that 
the amount could be paid on demand. No mention 
of this fact was made in the statement, however, un- 
til discovered by one of the banks extending credit. 


“Reverting to receivables, in a case some time ago 
an accountant stated that the bills receivable which 
had been deposited with several banks as collateral 
were never appraised as to real value, age, etc., be- 
cause the accountant believed that if the banks took 
the receivables as collateral, they must be good. If 
it were not for the fact that the receivables bad been 
switched from bank to bank, and that a considerable 
amount later were found to be doubtful, I would 
not have heard of the case to use as an illustration. 

“The foregoing instances are of no value for dis- 
cussion here except to show with what we are con- 
fronted from time to time. 

“When, on the one hand, accountants find it 
necessary to prepare certificates with words and 
phrases of fine meaning, and when, on the other, 
credit grantors have to spend time analyzing the pur- 
pose of such words and phrases, the situation leaves 
much to be desired. 

“Concerning clarity in reports, the following 
phrase was noted in a certificate accompanying a 
financial statement: 


‘Reasonable provisions have been made for bad 
and doubtful accounts receivable, discounts and 
for all ascertained liabilities.’ 
A year later, the certificate on the same engagement 
contained the following: 


“We satisfied ourselves that reasonable provisions 
had been made for all ascertained liabilities and 
for discounts and allowances on accounts re- 
ceivable.’ 
The distinction might easily escape one and leave 
the impression that both certificates implied ample 
coverage for bad and doubtful accounts. When one 
does recognize the distinction, the thought occurs 
that the accountant in the second statement was not 
satisfied that reasonable provision was made for 
doubtful accounts. The comparison of the two certi- 
ficates leaves an impression of uncertainty which the 
credit man must clear up. 


“For lack of definiteness, the balance-sheet contain- 
ing the terminology ‘Accounts receivable, etc.’ and 
“Merchandise, etc.’ is certainly an outstanding ex- 
ample. But if bankers and others are willing to loan 
against ‘et ceteras’, they should not bother to go 
through the formality of requiring a statement. 

“Articles written recently by accountants regard- 
ing certificates and responsibilities of accountants 
have been read by many bankers, and it is realized 
how careful accountants must be to guard themselves. 
The problems of accountants in properly setting forth 
the true condition of affairs, especially in these times, 
are also appreciated. Nevertheless, some way must 
be found to insure that when a balance-sheet and 
certificate signed by a member of the American In- 
stitute or a certified public accountant is carefully 
read, there shall be a ‘meeting of the minds’ between 
the signer and the reader. 


“Recently a chart was prepared showing operating 
results and inventory position of a large corporation 
for a period of five years. Along side these results 
year by year were placed those parts of the accoun- 
tant’s certificates dealing with inventory valuations. 
A study of one year’s operations showed that the be- 
ginning inventory was knowingly priced at consider- 
ably over the market. The analysis of the certificate 
covering this inventory valuation cleared the ac- 
countant, but the wording was so fine as to give the 
reader unfamiliar with the real facts the impression 
that the inventory had been taken at cost or market 
whichever lower. The certificates for several years 
were prepared in this way, and there was no ‘meeting 
of the minds’ of signer and reader. 

“What would you think if you read the following 
certificate ? 

“We have examined the accounts and records of 
your Company for the year ended December 31, 
1931, and have prepared the attached financial 
statements, which show the financial condition 
of your Company at December 31, 1931, and the 
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financial operations for the year ended Decem- 
ber 31, 1931.’ 


No, you are wrong—this certificate was issued and 
submitted to a bank by the client at the beginning 
of the examination, not as the result of an examina- 
tion. 

“I have dwelt on the exceptions possibly too long, 
without giving recognition to the thousands of satis- 
factory reports which are received, studied and filed 
as a matter of course. 


“On the other hand, there are many reports which 
are not prepared according to well-defined and thor- 
oughly understood principles. It is generally known 
that accounts receivable due from officers and em- 
ployees should be segregated from the regular trade 
accounts on a balance-sheet, yet it took a state law 
(section 46, act 327 of Michigan public acts of 1931) 
to disclose in one case that about $600,000 of such 
accounts had been buried in the regular accounts re- 
ceivable. What is the solution for the future elimina- 
tion of these cases? Accountants and credit grantors 
are practically in accord as to how a balance-sheet 
should be set up, and accountants usually know when 
their statements are to be used for credit purposes. 
Would it serve any corrective purpose to request that 
certificates prepared for credit purposes state that fact, 
or to arrange for the delivery of the statement di- 
rectly by the accountant to the credit grantors? 


“Both the American Institute of Accountants and 
the Robert Morris Associates have committees on ‘co- 
dperation’, which implies working together for a 
common object. Bankers can and should do their 
share, as their interest in better examinations and 
clearer reports is essential. Bankers should: 


“First: Require the submission of the complete 
auditor's report. This has been done more this year 
than ever before and with greater success, due to 
business conditions. The good work should be kept 
up. However, even though bankers should request 
complete reports, accountants, knowing that certified 
balance-sheets alone are often used for credit pur- 
poses, should not issue such balance-sheets in a form 
to give an entirely different reaction from the in- 
formation in the full report. 


“Second: Wherever deemed necessary, bankers 
should use to greater advantage the policy in vogue 
at the end of last year, through which certain cus- 
tomers were advised before statement date of par- 
ticular features in their statement to which the 
banker wanted the accountant to give close attention 
and specifically report upon. In some cases, this can 
be followed up further by arranging through the 


customer an interview between the accountant and 
banker prior to the audit. 


“Third: Where this is not possible, and in cer- 
tain cases, the banker should request the customer to 
give the accountant permission to discuss the report 
with the banker. In this way, it is believed the best 
results of codperation can be obtained. The ac- 
countant may acquire a better understanding of any 
particular matters of interest in the case. The banker 
will become better acquainted with the accountant, 
and, through a discussion, in almost every instance 
will receive a clearer report at the next statement 
date. 


“Fourth: Prepare with care verifications of bal- 
ances and outstandings requested by accountants, giv- 
ing attention to outstanding trust receipts, stating 
whether or not they are secured, and also reporting 
balances of unused letters of credit, future exchange 
commitments and guaranties. 


“Fifth: When a change of accountants by a cus- 
tomer occurs, ascertain, if possible, the reason there- 
for. 


“Sixth: Read the full report, if any, and carefully 
study and compare the certificate. 

“The accountant should make his audits or ex- 
aminations to the best of his ability. If limited in 
scope by the nature of the engagement, he should 
set forth what the qualifications are, and he should 
prepare the balance-sheet, profit-and-loss statements 
and certificate with such clarity that a credit grantor, 
or any other intelligent person, can readily under- 
stand them. 


“There should be a ‘meeting of the minds’.” 


New York Chamber of Commerce 
Urges Independent Audit 


At a meeting of the Chamber of Commerce 
of the State of New York, June 2, 1932, 


the following resolutions were unanimously 
adopted: 


“RESOLVED, That the Chamber of Commerce of 
the State of New York urges upon the directors 
of all corporations whose accounting methods are 
not under federal or state supervision but whose 
securities are dealt in publicly, to amend their 
by-laws to require that independent certified pub- 
lic accountants shall be selected by the share- 
holders; that the reports of such accountants 
shall be rendered in full to each and every di- 
rector and be made available for inspection by 
the shareholders; and that the text of the ac- 


Bulletin of American Institute of Accountants 


countants’ certificate be spread on the minutes 
of the company and printed in the annual re- 
port and, be it further 


“RESOLVED, That the chamber recommends that 
all close corporations and firms as well as coun- 
ties, cities, and other political subdivisions which 
require substantial loans from financial institu- 
tions or others, inaugurate the practice of periodi- 
cal audits by independent certified public ac- 
countants.”” 


The resolutions were submitted by the 
special committee on auditors of corporation 
accounts which had been appointed last year 
to investigate corporate accounting practices, 
with particular attention to the method of ap- 
pointment of auditors. The text of the com- 
mittee’s report is, in part, as follows: 

At the meeting of the chamber on November 5, 
1931, a resolution was adopted authorizing a special 
committee on auditors of corporation accounts. This 
committee was instructed to make a particular study 
of “the question of establishing in this country the 
practice of having the stockholders of corporations 
elect the auditors in place of having them named by 
the board of directors or the management.” 


Since its appointment, your committee has given 
serious consideration to this subject and has reached 
the conclusion that the choice of a corporation’s au- 
ditors by its stockholders would be of distinct ad- 
vantage. This would be especially so in the case of 
industrial corporations whose accounts are not un- 
der any federal or state supervision. The affairs and 
accounts of federal and state banks and of railroads 
now have certain governmental regulation intended 

to protect the stockholders and other parties con- 
cerned. 


Your committee believes, however, that this pro- 
posed change should be brought about by the action 
of each corporation rather than to have such pro- 
cedure imposed by legislative enactment. It believes 
that unnecessary meddling with the details of busi- 
ness practice by legislative bodies can not fail ulti- 
mately to injure business. 


Leglislation on anything relating to the account- 
ing methods of incorporated business would be par- 
ticularly undesirable due to the inexpertness of the 
average legislator on this subject. It is all too prob- 
able that a tendency would soon become evident 
looking toward uniformity which, if persisted in, 
would straight-jacket the logical and suitable develop- 
ment of the varied types of accounting methods neces- 
sary for the wide range of enterprises which would 
be affected by such legislation. 
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It is believed that improvement in accounting prac- 
tice and methods, as well as in reporting results to 
interested parties, can best be obtained through the 
intelligent efforts of those whose capital is at stake. 

Serious criticism of the management of many cor- 
porate enterprises has become quite pronounced dur- 
ing the past few years. This criticism is directed 
both against supposed arbitrary acts of officers and 
to a studied failure on the part of management to 
keep stockholders advised as to the affairs of their 
company. 

If confidence in incorporated business is to be 
maintained, it will require uniform codperation be- 
tween shareholders and management and uniform 
frankness on the part of management. 

In order to accomplish this result it appears logical 
that the stockholders should have their own repre- 
sentative—the auditor—review the activities of man- 
agement and report on the affairs of their company. 

The appointment of auditors by the stockholders 
would afford the former a degree of independence 
from the directors or management of a corporation 
whose trusteeship is being reviewed and would en- 
able the auditors to bring to light conditions or 
policies injurious to the stockholders which might 
not come to their attenion if auditors were appointed 
by the management. The shareholders are entitled 
to audits of their company’s business by accountants 
who are independent of the control and influence of 
its officers. 

Your committee realizes that in most corporations 
directors enjoy the full confidence of stockholders, 
who send in their proxies almost unanimously, when 
the votes of stockholders are essential. Nevertheless, 
the fact that the auditors are elected in theory at the 
annual meeting by the stockholders, instead of be- 
ing merely hired by the management, materially 
strengthens the hands of the stockholders. In prac- 
tice all parties concerned would be benefitted by the 
change. Certainly, recent experiences in several di- 
rections show the need of better and more inde- 
pendent auditors. 


In order that full effect be given to the proposed 
change it would, of course, be necessary to have 
the auditor's complete report available for inspec- 
tion by shareholders. It is believed that the con- 
sequence would be a larger attendance of stock- 
holders at annual meetings and a deeper interest in a 
corporation’s affairs. 


We believe that this policy should be instituted by 
all corporations whose shares are dealt in publicly, 
unless their accounts are already under federal or 
state supervision. The greater degree of confidence 
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in management which would be inspired by such a 
course would eventually develop a desirable co- 
dperation between stockholder and management, and 
at the same time provide a check against unwise prac- 
tices. If such a stabilizing influence became really 
effective it would benefit the business life of the en- 
tire country. 


Your committee believes that in addition to its 
recommendation of appointment of certified public 
accountants by stockholders in the case of companies 
whose shares are publicly traded in, it should also 
recommend that independent accountants be employed 
by all close corporations or firms who are borrowers 
of money, in order to provide creditors with the 
financial facts required for a proper understanding 
of the position of the borrower. 


Members of the special committee on audi- 
tors of corporation accounts are Frederick J. 
Lisman, chairman, Frank Gulden, James F. 
Hughes, Frederick H. Hurdman, James B. 
Mabon, Walter W. Naumburg, Andrew V. 
Stout and Ernest C. Wagner. 


President’s Address at Providence 


Never before has there been so great 
an opportunity for accountants to aid the busi- 
ness world as at present, said Charles B. 
Couchman, president, in an address at the 
twelfth New England regional meeting of the 
American Institute of Accountants, Provi- 
dence, Rhode Island, June 6th. In order to 
develop their opportunities for constructive 
service to the full extent, he said, members of 
the profession must surmount three limita- 
tions which surround them. They must pur- 
suade clients to enlarge the scope of account- 
ants’ authority to make adequate investigations 
and report fully and clearly the financial posi- 
tion of corporations. The speaker suggested 
that this need might be accomplished best 
through codperation with other organizations 
which are in a position to exercise influence 
over the financial aagoore of corporations, and 
pointed out that the Institute, through codper- 
ative action with the New York stock exchange, 
the Robert Morris Associates and the Invest- 
ment Bankers Association, had already ac- 
complished a good deal in this direction. The 
limitation of the subject matter with which the 
accountant must deal, Mr. Couchman continued, 
necessitates continuous effort to improve ac- 
counting procedure and clarify methods of pre- 
senting financial facts so that misconceptions 
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may be eliminated in so far as it is possible to 
do so. He said, however, that the investing 
public should be held responsible for a certain 
amount of knowledge of accounting conven- 
tions and terminology which are unavoidable 
in the preparation of concise financial state- 
ments. The third limitation, that of personal 
ability, must be minimized by constant effort 
on the part of professional accountants to ex- 
tend the range of their knowledge and scrupu- 
lously to observe the rules of good practice and 
good taste which their professional societies 
have laid down. 


In summarizing the present economic 
conditions which Mr. Couchman claimed offer 
enlarged opportunities to the accountancy pro- 
fession, he said: 

“Indications are that economically we have reached 
the end of an age, an age which has differed so 
materially from any of its predecessors that we have 
no definite guide as to the general nature of the new 
era which will succeed this one. We are at a 
critical turning point, characterized largely by a sur- 
prising fluctuation in the value of the unit which 
we have been using for measurement. In the age 
through which we have been passing we have layed 
an undue emphasis upon ratios. We have attempted 
to measure the value of financial organizations by 
the ratio of assets to liabilities. We have had a 
tendency to consider that the measure used for as- 
sets and for liabilities was equally effective in each 
and we have considered the difference between the 
assets and the liabilities so measured as being the 
equity of the proprietorship. 

“Into this measurement however, we have allowed 
a very marked inflation to characterize the assets with- 
out applying a similar inflation to the liabilities. 
The inevitable result was an inflation of equity. The 
deflating of the assets, with liabilities remaining more 
or less static, has resulted in the reduction of general 
equities almost to the finishing point. 


“Another fallacy now proven as such was the 
superficial tendency to consider the total of the 
amounts representing assets as being some measure- 
ment of the worth of a concern, and we looked upon 
the organization with assets of one hundred thous- 
and and no liabilities as being inferior to the or- 
ganization with a million dollars of assets and a 
half a million dollars of liabilities. Today we find 
generally that the first organization is still solvent 
whereas the second is bankrupt. 


“This change in the effectiveness of the dollar has 
apparently caught us unawares. We were unpre- 


Bulletin of American Institute of Accountants 


pared for it and in many cases we failed to realize 
the possibility of such a fluctuation. 


“It appears that there must be a pronounced re- 
organization of our whole financial structure and at 
the present time we seem to be floundering in un- 
certainty as to how this may be accomplished. Some 
hold that situations of this kind work out auto- 
matically. Others believe that they must be worked 
out intelligently or ruin will ensue. We have had 
faith in the past that our economists could provide 
us with a proper solution for our economic prob- 
lems and today we are much disconcerted to ascer- 
tain that apparently our so-called economists are 
failing us and appear to be as much lost in the 
wilderness of events as is the merest tyro without 
compass or map. 


“The type of government which we have espoused 
and of which we have been so proud, places the so- 
lution of this situation in the hands of congress. 
With all due respect I think we are compelled to 
admit that thus far congress has not shown itself 
equal to the task. We have given to congress dic- 
tatorial powers over our business and have not de- 
manded that its membership shall consist of men 
trained in the solution of the matters it must decide. 
It may be that we have no experts sufficiently quali- 
fied to work out the solution with the minimum of 
national loss but scant heed is being given to those 
who perhaps come the nearest to qualifying in this 
respect. 

“One hesitates to express open criticism of those 
who form the legislative branch of our national 
government, yet it is difficult for honest observers 
to avoid being forced to the belief that many of 
these gentlemen have given the national welfare a 
secondary place in their activities. They have made 
the welfare of the whole secondary to the welfare of 
a favored few. One fears that in many instances they 
have given their chief support to those measures 
from which their own state would receive more than 
it contributed. One can but question the patriotism 
of legislators who in times such as these will make 
their chief drive for benefits to their own constitu- 
ents at the expense of the body politic. 


“Such action tends to make of congress a modern 
Robin Hood, the comparison favoring that early out- 
law in the sense that he limited his activities to the 
taking of ill-gotten gains from the few for the bene- 
fit of those who had suffered thereby. 


“Instead of men such as these the present day 
demands men with broad visions who will put the 
welfare of a whole country as the primary consider- 
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ation, realizing that the individual sections can pros- 
per only as the whole enjoys prosperity. As ac- 
countants we can speak with some degree of au- 
thority upon this for we have witnessed in many 
business organizations individual directors who have 
sacrificed the good of the stockholders as a whole, 
for the sake of certain groups which they desired to 
favor and we have seen the inevitable result of such 
violation of their trust in the resultant loss to all, 
including those groups which they sought to favor. 
Some of these men are now under indictment. Some 
have been convicted and others may yet face a simi- 
lar action. 


“The greatest business organization we have in this 
country is the government of the United States and 
its board of directors, congress, dictating its policies, 
dare not contain men of this type if the resultant 
action is to be for the good of the nation. 


“As a result of the conditions through which we 
have been passing, it becomes an open question 
worthy of serious consideration as to whether our 
present form of government is not too cumbersome 
to meet modern needs. It certainly should awaken 
us to the necessity of giving serious thought to the 
quality of the men who are elected to represent us 
in the two houses in Washington. 


“It is inevitable that in periods of financial con- 
fusion quack nostrums of every sort should be urged 
upon the sick patient. Proprietors or adherents of 
illogical schemes and economic cure-alls unable to 
obtain even a mediocre hearing in the days of pros- 
perity have been blatantly ballyhooing their wares in 
congress with the same gusto as long haired ven- 
dors barking from the tailgates of medicine wagons. 


“In the midst of this uncertainty, it is incum- 
bent upon the accounting profession to think soberly 
regarding the enlarged opportunities for service that 
are opening before us. There has been no time in 
the history of accountancy in the United States when 
there has been so great an opportunity to aid the 
business world and the public through the conser- 
vative treatment of financial statements and the in- 
sistence upon proper disclosure of essential facts and 
in the giving of advice with regard to those financial 
elements which the accountant should be qualified 
to discuss.” 


Fiscal Year for Mail-order Company 


It has been reported that Sears Roebuck & 
Co., Chicago, have recently changed their fis- 
cal year to end January 29th. 
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Annual Meeting, U. S. Chamber of 
Commerce 


A summary of resolutions adopted at the 
annual meeting of the United States Chamber 
of Commerce, San Francisco, May 17-20, 1932, 
has been submitted by John F. Forbes, who 
acted as substitute national councillor for the 
American Institute of Accountants, as follows: 


Burden of taxation resulting from increasing 
governmental expenditure must be reduced. 
Budgets of local, state and national governments 

must be balanced. 

The terms of the 1924 veterans’ adjusted compen- 
sation law should remain in effect. 

No interstate barriers to business should be per- 
mitted by law. 

Anti-trust laws should remain in force. 

Provisions of the agricultural marketing act un- 
der which the federal farm board has bought 
and sold commodities in so-called stabilization 
activities should be repealed. 

Federal farm loan system should be enabled to deal 
with related institutions on a basis that will 
permit the latter to make loans at rates in har- 
mony with local credit conditions. 

Retail merchandising should be free from unjust 
and discriminatory state and federal laws. 

An international conference should be called to 
discuss silver prices and “to bring that adjust- 
ment among the monetary standards of all coun- 
tries which will promote the trade and welfare 
of all.” 

The government should refrain from competition 
with American merchant marine. 

Unregulated competition with the regulated forms 
of transportation should be prevented. 

Recapture provisions of 1920 transportation act 
should be repealed. 

Employees’ retirement annuities should be con- 
sidered by employers. 
Commercial fee-charging 
should be regulated. 
Trade associations and local chambers of commerce 

should extend their interests. 


employment agencies 


Laws regarding maintenance of existing limitations 
on wages for public work should be repealed. 


The following members of the Institute, in 
addition to Mr. Forbes, had been nominated as 
delegates to meeting of the national chamber: 


Pearce C. Davis, William Dolge, Walter B. 
Gibson, F. F. Hahn, William McAdam, Harry 
W. Moore, Alexander C. Rae, J. B. Stephen- 
son and C. W. Wittman. 


City Authorized to Engage Public 
Accountants 


The assistant attorney-general of the state of 
Minnesota, in a letter to the attorney for a 
Minnesota city, dated April 18, 1932, inter- 
prets the city charter as authorizing the engage- 
ment of public accountants to conduct the audit 
of the city’s accounts. The text of the letter 
is as follows: 


“You inquire whether the city council of — has the 
right to employ public accountants for the purpose of 
making an audit of the books of the city. 


Chapter 4, section 15, of your home-rule charter 
states in part as follows: 


“The city council shall examine and adjust the ac- 
counts of all city officers and agents of the city at 
such times as they may deem proper, and may re- 
quire such officers or agents, whenever they deem it 
necessary, to exhibit to them all the books and papers 
belonging to their respective offices... .” 


Mason’s Statutes, section 3280, provides for the 
examination of the accounts of the cities of the state 
by the public examiner on petition of freeholders of 
the city equaling in number one freeholder for each 
one hundred inhabitants, and requires the city to pay 
the cost of such examination. 


“We do not consider that this section is exclusive, 
or that it deprives the city council under the charter 
provision quoted of the right to have an audit of the 
city’s books made by private accountants. Since it is 
the duty of the council to examine and adjust the ac- 
counts of all city officers and to institute proceedings 
against those officers who may be found delinquent or 
defaulting, we think that the council has the implied 
authority to employ such assistants as may be neces- 
sary in making such an audit.” 


Annual Meeting of Dominion 
Association 


The thirtieth annual meeting of the Do- 
minion Association of Chartered Accountants 
will be held at the Admiral Beatty hotel, St. 
John, New Brunswick, on August 24, 25 and 
26, 1932. 
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“Manufacturing Expense Budget” 


A pamphlet entitled The Manufacturing Ex- 
pense Budget has recently been published by 
the policyholders service bureau of the Metro- 
politan Life Insurance Company. The contents 
include discussion of the problem of expense 
control, various types of expense ee 
budgets prepared from sales estimates, and the 
preparation, administration and organization of 
the budget. The principles discussed are il- 
lustrated by reference to four representative 
companies: Doehler Die Casting Company, 
American Sales Book Company, Ltd., Norton 
Company and Fairbanks Company. Graphic 


charts illustrate the text. The pamphlet con- 
tains 24 pages. 


Election Returns Checked by Public 
Accountants 


According to a report published by the St. 
Paul News Dispatch of May 19th, the attorney 
general of Minnesota and the state comptroller 
refused to investigate the St. Paul elections of 
May 3rd at the request of the city council. 
The report stated that the council was expected 
to employ public accountants to audit the tally 
sheets and effect a further investigation if the 
audit indicated the necessity. 


NEWS OF LOCAL SOCIETIES 


California 


At the regular monthly meeting of the Los 
Angeles chapter of the California State Society 
of Certified Public Accountants on May 16th, 
the following officers were elected: Harry B. 
Mills, president; Willis C. Graves, vice-presi- 
dent; Joseph A. Garrett, secretary-treasurer; J. 
B. Scholefield and James K. Gregory, directors. 


Connecticut 


Walter A. Musgrave, president of the Con- 
necticut Society of Certified Public Account- 
ants, has announced the appointment of the fol- 
lowing committee on professional ethics: 
Edward I. Petze, chairman, M. L. Blanchard, 
Warren M. Brown, George E. Curtis, Henry 
Knust and Lewis Sagal. 


District of Columbia 


A luncheon meeting of the District of Col- 
umbia Institute of Certified Public Account- 
ants was held May 26th at the National Press 
club. Christopher H. Pope, president of the 
District of Columbia Bankers’ Association, was 
principal speaker. 

Georgia 

At a meeting of the Savannah chapter of the 
Georgia Society of Certified Public Account- 
ants, held May 12th, Sydney T. Lee was 
elected chairman of the chapter, Henry F. 
Meyer was elected first vice-chairman, John T. 
McIver, second vice-chairman, and Harry R. 
Friedman, secretary and treasurer. 


14 


Indiana 


The Indiana Association of Certified Public 
Accountants held its annual meeting at the 
Hotel Severin, Indianapolis, on Saturday, May 
14th. The following officers were elected: 
Earl E. Thomas, president; Harry Boggs, vice- 
president; A. R. Chapman, secretary, H. A. 
Roney, treasurer, and Howard W. Painter, au- 
ditor. T. G. Thurston, B. D. Spradling and 
A. R. Chapman were elected members of the 
board of directors. 


Maryland 

At the annual meeting of the Maryland As- 
sociation of Certified Public Accountants held 
on Tuesday, June 14th at the Emerson hotel, 
Baltimore, the following persons were elected: 
Henry G. Burke, president; C. Willard Amos, 
F. Earl Reuwer, secretary; 
Fr Shallenberger, treasurer; William M. 
Krieb, auditor. Ernest E. Wooden, Edward 
J. Stegman and J. Raymond Hutson were 
elected trustees. 


Massachusetts 


The annual meeting of the Massachusetts 
Society of Certified Public Accountants was 
held on May 23rd at the Woodland golf club 
at West Newton. The officers elected are as 
follows: Donald P. Perry, president; Raymond 
D. Willard, vice-president; Arthur W. Yard- 
ley, secretary; John F. Clarke, treasurer; and 
John J. Mclsaac, auditor. Roscoe H. Belknap, 
Schuyler Dillon and Herbert E. Tucker were 
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appointed members of the executive com- 
mittee. 

Resolutions containing the following recom- 
mendations were adopted: (1) The balancing 
of municipal, state and federal budgets by a 
thorough-going reduction in expenses and 
minimum increase necessary in taxes; (2) 
avoidance, if possible, of further borrowings by 
municipalities, states and the United States gov- 
ernment for anything other than necessary re- 
lief; (3) expansion of normal business credits 
by the Federal Reserve banks; (4) broadening 
of the taxation base and enactment of a sales 
or gross receipts tax; (5) repeal of the pro- 
hibition amendment in the interests of: (a) 
economy in enforcement; (b) law and order 
and reduction in crime; (c) revival of busi- 
ness. 


Minnesota 


A regular meeting of the Minnesota Society 
of Certified Public Accountants was held at 
the Curtis hotel, Minneapolis, on May 20th. 
William A. Paton delivered an address entitled 
“The lower price level as it affects account- 
ants.” Members of the Minnesota Association 
of Public Accountants and members of the 
University of Minnesota chapter of Beta Alpha 
Psi were guests at the meeting. 

On May 4th the University of Minnesota 
chapter of Beta Alpha Psi, national account- 
ing fraternity, held a banquet in the Sun Room 
of the Curtis hotel, and members of the Min- 
nesota Society were present by invitation. The 
speaker was Eric Kohler, who discussed the sub- 
ject “Balance-sheet standards.” 


Missouri 
A meeting of the St. Louis chapter of the 
Missouri Society of Certified Public Account- 
ants was held on May Sth at the Kingsway 
hotel, St. Louis. W. Harvard Perkins pre- 


sided. Robert Ash of Washington, D. C., 
spoke on the revenue act of 1932. 


New Jersey 


The thirty-fifth annual meeting of the 
Society of Certified Public Accountants of the 
State of New Jersey was held at the Downtown 
club, Newark, on Monday, May 23rd. Henry 
B. Fernald, president of the society, presided. 

The following officers were re-elected: Henry 
B. Fernald, president; Philip S. Suffern, first 
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vice-president; Julius E. Flink, second vice- 
president, Theodore Krohn, secretary; W. 
Melville Coursen, treasurer. Samuel I. Bendet 
and Douglass D. Besore were elected auditors, 
and James J. Hastings and John A. Conlin, 
trustees. 

Richard C. Plumer, assistant attorney gen- 
eral of New Jersey, spoke on ‘‘Security fraud 
legislation,” and Eugene W. Farrell, business 
manager of the Newark Evening News, de- 
livered an address on “Courage.” 


PAssAIC COUNTY 


A meeting of the Passaic County Society of 
Certified Public Accountants was held early in 
May at the Preakness Hills country club. 
After a golf tournament in the afternoon a 
meeting was held in the evening, at which 
Louis E. Schotz presided. Henry B. Fernald, 
president of the Society of Certified Public Ac- 
countants of the State of New Jersey, and 
Theodore Krohn, secretary, were speakers at 
the meeting. 


New York 


At the annual meeting of the New York 
State Society of Certified Public Accountants 
held at the Waldorf Astoria hotel on May 9th, 
Arthur H. Carter, president of the society, de- 
livered an address on current business condi- 
tions. The periodic —- of corporate, 
state and municipal financial affairs to instill 
public confidence was recommended by Colonel 
Carter. He proposed that audits be independ- 
ently made. He said, “It is almost unbeliev- 
able that in this day and age the glamor of 
any individual or any group of individuals 
could so sway the judgment of prudent busi- 
ness men and the investing public as to lead 
them to accept any financial statement without 
an independent audit. It is my opinion that, 
more than at any time during the last twenty 
years, absolute frankness is required in dealing 
with the public, since full disclosure of true 
conditions will be brought to light today as 
never before. Distortion of financial state- 
ments by covering up facts will not hasten the 
return of better business conditions. Over- 
optimism reflected in financial statements is 
just as dangerous as undue pessimism; a sound 
middle course based upon true conditions is 
logical and should amg effective. Officials ot 
exchanges realize that the investing public is 
entitled to full disclosure of financial facts re- 
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lated to the securities they hold. When the 
requirements demand that all such statements 
shall be independently audited I feel certain 
that the ster of the investors will be 
strengthened.” 


Lawrence W. Scudder of Chicago outlined 


a plan to tax umspent incomes in order to 
minimize hoarding. 


North Carolina 


The semi-annual meeting of the North Caro- 
lina Association of Certified Public Account- 
ants was held at Mayview Manor, Blowing 
Rock, May 26th, 27th and 28th. 

The board of directors held a meeting on 
the 26th. On Friday morning A. J. Maxwell, 
commissioner of revenue of the state of North 
Carolina, addressed the meeting on state and 
federal taxation and governmental finances. 


On Saturday, May 28th, Leslie A. Heath reaé 


a paper on ‘‘Federal taxation and general gov- 
ernmental policies.” 

At a banquet on Friday evening, George H. 
Adams acted as toastmaster and Dr. W. H. 
Frazer, president of Queens-Chicora college, 
Charlotte, was the principal speaker. 


Ohio 

The annual joint meeting of the Ohio 
Society of Certified Public Accountants and 
the department of accounting of the Ohio 
State University was held at the Fort Hayes 
hotel, Columbus, on Friday, May 20th. At a 
dinner meeting, the two organizations met with 
the Columbus chapter of the National Asso- 
ciation of Cost Accountants. Professor Ralph 


C. Davis delivered an address on “Trends in 
progressive management.” 


On Saturday, May 21st, the meeting was 
held at the Ohio State University. President 
B. G. Graham presided. At the morning ses- 
sion discussion of mutual problems of account- 
ants and credit men was led by E. W. Hillman, 
director of The Credit Association of Central 
Ohio and Albert E. Binder, member of the 
Robert Morris Associates. 

At the afternoon session Professor Jacob B. 
Taylor, chairman of the accounting department 
of the Ohio State University reviewed “Ethics 
of a Profession” by A. P. Richardson, pub- 
lished by the American Institute of Account- 
ants. A. J. Kraus, member of the tax com- 
mission of Ohio, addressed the meeting on the 
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“Ohio tax returns from an administrative point 
of view. 


Pennsylvania 


PHILADELPHIA 


The annual meeting of the Philadelphia 
chapter of the Pennsylvania Institute of Certi- 
fied Public Accountants was held on May 18th 
at the Art club, Philadelphia. The following 
officers were elected: Clarence L. Turner, 
chairman; J. Cyril McGarrigle, vice-chairman; 
Frank S. Glendening, secretary; John Balch, 
treasurer, and Howard H. McConnell, auditor. 
The executive committee consists of A. Karl 
Fischer, Benjamin Goldenberg, Harold A. 
Kluge, Gustave J. Lexman, Edward P. Moxey, 
Jr., John C. Parry, Jr., John H. Zebley, Jr. 


PITTSBURGH 


The Pittsburgh chapter of the Pennsylvania 
Institute of Certified Public Accountants held 
its eleventh annual meeting at the Keystone 
Athletic club, May 18th. Adrian Sanderbeck, 
chairman, presided. 


Reports were presented by the officers and 
committee chairmen. A report from the com- 
mittee on constitution and by-laws containing 
suggested changes in the by-laws of the chap- 
ter was unanimously adopted. The following 
officers and auditor were elected: William F. 
Marsh, chairman; Edwin S. Reno, vice-chair- 
man; Ira C. Flocken, secretary; Harry Coon, 
treasurer; Harvey L. Maury, auditor. Arthur 
Medlock and M. D. Bachrach were elected 
members of the executive committee for two 
years and James J. Mulvihill for a term of one 
year. 


South Carolina 


The South Carolina Association of Certified 
Public Accountants held its mid-year meeting 
at Folly Beach on Friday, May 20th. After 
the business session dinner was served at the 
Elks home on the beach. 

The officers of the association are as follows: 
L. C. Dodge, president; B. C. Wallace, vice- 
president, and George M. Thayer, secretary 
and treasurer. 

At a regular meeting of the Spartanburg 
Rotary club held on May 24th at the Franklin 
hotel, Mr. Dodge spoke of the efforts of the 
association to induce the legislature to enact 
laws providing for annual audits of muni- 
cipalities. 


